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What is a Discounted Fee Schedule?
Clinic specific discounts to address how to 
equitably charge patients for services 
rendered.
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Requirements
The discounts must be in writing.
Fees are set based on federal poverty guidelines.
Eligibility is determined by annual income and 
family size.
Non-discriminatory, uniform, and reasonable.
Discount is consistently and evenly applied on a 
routine basis.
The clinic must post a notice in a clearly visible 
location that informs patients of the Discounted Fee 
Program
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Recommendations
A nominal fee be assessed to patients whose income 
and family size place them below poverty.  A typical 
nominal fee is between $7.00 - $15.00.
Patients between 101% - 200% of poverty are 
expected to pay some percentage of the full fee.
A discounted fee schedule applies only to amounts 
assessed to the patient.
Billing for third party coverage, i.e. Medicare, 
Medicaid, private insurance carriers, etc., is set at the 
usual and customary full charge.
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Why would I want this in my clinic?
This is a requirement to participate in the 
National Health Service Corps. Loan 
Repayment and Scholarship programs.
It allows your providers to treat patients and 
not worry about their ability to pay for the 
service.
It allows the clinic to collect something.
It can improve your clinic’s image – you will 
be viewed as charitable.
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Barriers to Implementation
Staff are resistant
People believe that patient’s are out to cheat 
them
The burden of implementation falls on the 
front office staff
Decreases bad debt write-off
Fear that this is in violation of the Federal 
anti-kickback statue
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Office of Inspector General (OIG) and 
Anti-kickback statue

Document published 02/2004 for hospitals is the guidance 
that is used for other Medicare providers.
There is nothing that restricts hospitals, i.e. Medicare 
providers from offering discounts to uninsured patient who 
are unable to pay their hospital/clinic bills.
No OIG rule or regulation requires a hospital/clinic to engage 
in any particular collection practices.
Fraud and abuse laws clearly permit the waiver of all or a 
portion of a Medicare cost-sharing amount for a financially 
needy beneficiary and this is not limited to indigence.  This 
can include any reasonable measures of financial hardship.
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OIG Opinion
A routine waiver of Medicare coinsurance and 
deductibles can violate the Federal anti-
kickback statue – if one purpose of the waiver 
is to generate business payable by a Federal 
health care program.  There are two important 
exceptions to the general prohibition against 
waiving Medicare coinsurance and 
deductibles 1) financial hardship and 2) 
inpatient hospital services.
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OIG Opinion
Medicare cost-sharing amounts may be waived so 
long as:

The waiver is not offered as part of any 
advertisement or solicitation;
The provider does not routinely waive 
coinsurance or deductible amounts; and
The coinsurance and deductible amounts are 
waived after determining in good faith that the 
individual is in financial need or reasonable 
collection efforts have failed.
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Medicare Bad Debt and Charity Care
The CMS FLASH March 2005 state, “The provider 
should apply its customary practices for determining 
indigency”.
The amount the clinic decides, pursuant to its policy, 
not to collect from the patient can be claimed by the 
provider as Medicare bad debt. 
The provider must, however, engage in a reasonable 
collection effort to collect the remaining balance. 
Remember, only Medicare Bad Debt can be claimed 
on the RHC Medicare Cost Report. 
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Developing the Discounted Fee 
Program

Educate staff:
What is a Discounted Fee Program
What is the advantage to our practice
What role do I play
Why am I important

Develop a written policy that is non-
discriminatory and that clearly outlines how 
the discounts will be applied.
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Policy Development
Must use the HHS federal poverty guidelines.
The policy should include the procedure for 
qualifying for discounted fees, how the 
discounts will be determined and what 
documentation is required for determining the 
discount percentage.
The policy should also include a process for 
re-certifying clients for the discounted fee 
program.
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Federal Poverty Guidelines

HHS issues the guidelines annually in early 
February.  http://aspe.hhs.gov/poverty/

Based on income thresholds used by the 
Census Bureau to estimate people in poverty.
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Determining Eligibility
Count mother, father, and dependent children under 
18 as the family.  Other adults in the household, even 
though related, are considered separately.
Eligibility can be based on current participation in 
certain federal/state public assistance programs:  
Social Security Income (Disability); Temporary 
Assistance for Needy Families; Free or Reduced 
School Lunch Program; or other public assistance 
programs.
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Determine Eligibility – cont.

Patient’s word
Tax returns
Current pay stubs

Whatever criteria you use, it must be applied 
consistently across all patients and payers.
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Recap
A discounted fee schedule is required for participation in 
NHSC Loan Repayment and Loan Forgiveness Programs
Must be based on the Federal Poverty Guidelines
The Clinic can set the discount amount.
Must be applied uniformly across all payers.
The discounted fee schedule must be updated annually.
Patient eligible must be updated at a minimum of annually.
When applying your Discounted Fee criteria to Medicare 
patients, that amount which you have determined not to 
collect base on your criteria can be claimed as “Bad Debt” on 
your  RHC Medicare Cost Report.
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Thank you to the Idaho Rural Health Association!
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